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KEY ECONOMIC INDICATORS* 
(In Millions of U.S. dollars unless noted) 


1988 
DOMESTIC ECONOMY Projections 


Population (millions) ° Fea 
Population Growth ($%) ‘ e ° 3.0 
GDP (millions of 
current U.S. dollars) 5279 
Per capita GDP-current dollars 733 
GDP in CFA (billions) 1504 

% change 8.0 
Consumer Price Index: 

African: % change 

European: % change 


PRODUCTION AND EMPLOYMENT 
Labor force (millions) 
Unemployment (average % for year) 
Industrial production (local currency 
base 1976 = 100 
Govt. oper. surplus or deficit 
as % of GDP 


BALANCE OF PAYMENTS 
Exports (F.O.B.) 520.0 
Imports (F.0O.B.) 774.8 
Trade Balance -~254.8 
Current Account Balance -281.0 
Foreign Direct Investment 
Foreign Debt (year end) (U.S. billions) 2-1 
Debt service paid (after rescheduling) 149 
Debt service owed (before rescheduling) 220 
Debt service ratio as % of exports of 

goods, services, & private transfers 25.2 
Average exchange rate for year 

(CFA per 1 U.S. dollar) 449 


FOREIGN INVESTMENT 
Total 

U.S. 

U.S. share (%) 


U.S. MERCHANDISE TRADE 
U.S. exports to Senegal (CIF) 
U.S. imports from Senegal " 
U.S. share of Senegal's exports (%) 
U.S. share of Senegal's imports (%) 
U.S. bilateral aid 
Economic 
Military 
Principal U.S. exports Food (cereals) Industrial 
Chemicals, Used Clothing, 
Consumer Products 
Principal U.S. imports Commodities, Seafood, Artifacts 


*The numbers are subject to some minor changes. 
Sources: IMF, Government of Senegal Ministry of Finance, U.S. Dept of 
Commerce, USAID/Senegal 





SUMMARY 


The Government of Senegal (GOS) continues aggressive implementa- 
tion of its long-term structural adjustment program launched in 
1983. The program, whose major thrust is to reduce the state's 
economic role and to render the private sector the locomotive 
of the economy, has had some modest preliminary success. Growth 
in per capita GDP has been restored to approximately 4 percent. 
Two years of excellent rains and increased producer prices have 
brought agricultural production to near record highs. The 
fishing sector, now Senegal's largest export earner, continues 
to make gains. Demand management policies and fiscal restraint 
have stabilized prices and reduced both the massive budget 
deficits and the massive trade deficits of earlier years. 
Senegal, however, is still struggling with stagnation in the 
industrial sector, a debt burden equal to nearly 30 percent of 
export revenues and an unstable revenue base. In November 1987, 
Senegal was again provided Paris Club relief in a sixth debt 
rescheduling. If Senegal can make it through the critical 
period of the structural adjustment program, with its emphasis 
on parastatal reform, liberalization of the industrial sector, 
and reduction of controls on the private sector, the stage 
could be set for sustainable long term-growth, 


CURRENT ECONOMIC SITUATION AND TRENDS 


In the late 1970s, the accumulated effects of a decade of 
inappropriate economic and financial policies, combined with 
adverse exogenous factors and recurrent drought, brought 
Senegal to the brink of economic collapse. To deal with this 
critical situation, Senegal undertook a series of adjustment 
programs supported by the International Monetary Fund (IMF), 
the World Bank, and major bilateral donors. Implementation of 
the reform program began in 1981 and moved into an intensive 
phase in 1984 supported by stand-by arrangements from the IMF 
and its Structural Adjustment Facility, and structural adjust- 
ment loans from the World Bank. Now in its 7th year of financial 
austerity, the GOS has curbed demand, stabilized prices, and 
halted deterioration of the trade deficit. The current account 
balance steadily declined from around $280 million in 1984-85, 
to around $200 million in 1987-88. The overall budget deficit 
has been reduced from 4.6 percent of GDP in 1983-84 to 1.4 
percent in 1986-87. Favorable weather conditions and an 
increase in producer prices brought near record peanut 
production and food harvests. Liberalization of the economy 
has begun in earnest. Quantitative import restrictions have 
been gradually eliminated; the final phase of tariff reduction 
took place in July 1988. A timetable for the liquidation, 
privatization, or rehabilitation of some 60 parastatals has 
begun. Companies remaining in the government portfolio will 
have their subsidies reduced and will operate under stricter 
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performance criteria. Special agreements granting tax 
exemptions and monopoly situations to certain industrial 
enterprises are to be renegotiated. But Senegal is not out of 
the woods yet. Although between 60 and 70 percent of the 
population is engaged in agriculture, Senegal currently only 
produces about two-thirds of its food needs. Industrial 
production and investment are stagnant or declining. The 
industrial sector has been plagued with a wave of business 
closings as companies find it hard to compete under new tariff 
rules with goods produced abroad. Efforts to begin privatiza- 
tion of the economy have met with delay. The 10 companies 

whose sale was announced in the first phase of the privatization 
program in August 1987 have yet to be sold. At the end of 1987, 
the GOS was hard- pressed to meet end-of-quarter performance 
criteria stipulated by the IMF. Shortfalls on domestic receipts 
had to be bridged by accelerated inflows from donors. However, 
the criteria were met, and a new IMF stand-by agreement of SDR 
21 million was authorized for a l-year period (November 1987 
through October 1988), supplemented by Structural Adjustment 
Facility purchases of 34 million SDR's. 


BALANCE OF PAYMENTS: Senegal's balance-of-payments position 
has been affected both positively and negatively by declines in 
world price levels and the value of the U.S. dollar. On the 
positive side, declines in petroleum, rice, and wheat prices 
and in the U.S. dollar/CFA exchange rate reduced Senegal's 
import costs in 1986-87. These price declines helped to 
improve the current account deficit and also helped the GOS 
budget position through increased profits from the national oil 
refinery and through improved domestic revenues from implicit 
taxes on rice and wheat. On the negative side, world prices 
for two of Senegal's main exports, peanuts and phosphates, 
continued to slide, reducing export receipts and increasing 

the deficit in the peanut sector. Nevertheless, preliminary 
statistics recorded for the trade deficit show a fall from $234 
million in 1986-87 to $209 million in 1987-88. 


KEY PRODUCTIVE SECTORS: After a drought-induced fall in 
agricultural production in 1985-86, a combination of good 
rains, increased producer prices, and removal of internal 
restrictions on cereals has brought a 17 percent increase 

in cereals production and a 13 percent increase in peanut 
production. Millet production reached 690,000 metric tons 

and production of rice, maize, and cowpeas gained. The peanut 
harvest, which stood at 586,000 tons in 1985-86, reached 821,000 
tons in 1986-87 and around 900,000 tons in 1987-88. Although 
the peanut sector's contribution to foreign exchange revenues 
has fallen behind that of fishing and phosphates, the sector 
remains a potent force in the economy. About three million 
Senegalese earn their living directly or indirectly from peanut 
production, Peanut cultivation occupies 2 million hectares, 
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roughly one-half of cultivated land. Peanut sales are 
equivalent to 12 percent of GDP and account for 80 percent of 
agricultural export receipts. The sector generates CFA 4 
billion in transport business, CFA 8 billion of direct receipts 
for the government, and CFA 55 billion for producers. The good 
peanut harvest has ironically resulted in a CFA 34 billion 
deficit ($119 million) in the peanut sector in the face of 
lower world prices for peanut oil and a weaker dollar which 
means that Senegal is selling its peanut products abroad below 
the internally guaranteed cost price. The recent government 
decision to lower the guaranteed purchase price for raw peanuts 
from CFA 90 to CFA 70 and the recent rise in value of the U.S. 
dollar may portend an improvement in 1989. 


FISHING: Senegal's principal economic resource and major 
foreign exchange earner is fishing. In 1986, fishing brought 
in about $130 million or about 29 percent of total foreign 
exchange earnings. Further development of the industry will 
depend on its ability to attract new investment in order to 
maintain and upgrade the existing fleet and to increase 
catches. Over the last year, the GOS has made great strides 
in strengthening fishing laws and in bolstering fisheries 
regulation enforcement capabilities to prevent illegal fishing 
and to monitor the catches of foreign fleets. These measures 
may increase revenues and should help protect the long-term 
viability of Senegal's fishing resource. 


PHOSPHATES: Although Senegal's phosphate industry grew rapidly 
in the 1970s, it has faltered in the 1980s because of reduced 
worldwide demand for fertilizers and the fall in the value of 
the dollar. Earnings on exports of calcium and aluminum phos- 
phates have dropped from $74 million in 1985 to $65.8 million 

in 1987 (roughly 8 percent of foreign exchange earnings), 
despite an increase in the volume of exports. The sector may 

be further threatened by proposed new anti-pollution legislation 
in Europe concerning cadmium content in phosphates. 


TOURISM: The tourist sector has come to occupy an important 
role in the economy over the last 10 years as the government 
has sought to diversify its sources of foreign exchange and to 
offset some of the volatility in the peanut sector. Since the 
government began actively promoting Senegal as a tourist 
destination, especially in European markets, but also in the 
U.S. ethnic market, earnings have grown steadily. In 1986, 
tourism was an important revenue producer with receipts of $56 
million or about 13 percent of total foreign exchange earnings. 
Investments in tourist complexes have been made south of Dakar 
and in Cap-Skirring in the Ziguinchor region. There are two 
Club Med resorts in the country. Although there are several 
wildlife reserves and a bird watching complex, most tourists 
base themselves at beach hotels. The peak of the tourist 
season is from December through April, when Senegal's climate 
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is most attractive. French tourists make up the bulk of 
arrivals, followed by Germans, Swiss, and Italians. Americans 
currently account for about 5 percent of tourists, down from a 
high of about 10 percent in the late 1970s when the number of 
"Roots" (Alex Haley) visitors swelled. The number of tourist 
arrivals, which had stagnated since 1986, fell sharply during 
the 11-week state-of-emergency imposed following election 
violence on Feb 29. The state-of-emergency in March and April 
covered the high point of the tourist season. Losses are 
estimated in the millions of dollars as entire group package 
tours were cancelled. Ministry of Tourism officials recently 
undertook a three-country tour of Europe to try to reassure 
travel agencies that Senegal is a safe destination, 


While efforts by Senegal to stick to its structural adjustment 
targets have been applauded and amply rewarded by donors, 
Senegal still faces a limited natural-resource base, a high 
population growth rate (3 percent), rapid urbanization, and a 
high unemployment rate (especially among youth), inflexible 
labor laws, unprofitable banking practices, and monopolistic 
business enterprises that constrain industrial growth. The GOS 
still faces the challenge of banking sector reform which will 
be one key to private sector expansion and agro-industrial 
growth. Banking sector reform will require better management, 
tighter supervision and control by the Central Bank, and 
privatization to reduce government intervention in lending 
decisions. The GOS will have to deal with an increasingly 
serious unemployment problem by mobilizing domestic and 
foreign resources for investment to create jobs to absorb the 
thousands of youth who enter the job market each year. While 
limits on credit expansion have tamed inflation and helped to 
stabilize the economy, credit limits have also served as a 
barrier to privatization and economic growth. Urban 
Senegalese, many of whom have endured years of stagnant or 
declining real incomes, are just beginning to come to terms 
with the extent to which the country has to change if long-term 
growth is to be secured. Continued implementation of the 
difficult reform program will be a formidable task for the 
government in terms of building a national consensus on the 
pace and content of the structural adjustment program. 


IMPLICATIONS FOR THE UNITED STATES 


The United States currently supplies an average of 7.5 percent 
of Senegalese imports. The United States is Senegal's second 
largest supplier after France. U.S. exports reached a high of 
about $95 million in 1984, but declined to around $50 million 
in 1986 and 1987. Food (mostly cereals) accounts for about 40 
percent of Senegalese imports from the United States, with 
chemical products, used clothing, and consumer items playing an 
important role. The depreciation of the U.S. dollar against 
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the CFA has generated increased inquiries from local business- 
persons looking to the United States for purchases of selected 
goods and services. Privatization of the economy and the con- 
tinuing loosening of restrictions on imports along with lower 
tariffs may offer increased opportunities for U.S. exports and 
investment. 


TRADE: The U.S. Embassy has identified the following areas as 
having the greatest potential for U.S. exporters: Food, fishing 
equipment, telecommunications equipment, agro-industry 
equipment, industrial and consumer products. 


INVESTMENT: Fishing, agro-industry, and mining represent the 
best prospects for productive investment in Senegal. The 
Government of Senegal officially encourages foreign investment 
to hasten economic development. The new investment code, 
revised in July 1987 was rewritten to provide improved 
transparency and more equitable treatment of foreign firms. It 
guarantees free transfer of capital and profits, and in certain 
instances, exoneration from duty on imports of capital 
equipment. An industrial free zone is located just outside 
Dakar and offers liberal tax advantages and exemptions from 
customs duties for investors manufacturing for export. The zone 
also offers access to both the CEAO (Francophone West African 
Community) and ECOWAS (West African Economic Community), a total 


market of roughly 200 million people. The goverment hopes that 
continued liberalization of the economy and reduction of the 
government's regulatory activities in the economy will make 
Senegal more market-oriented and more attractive to foreign 
investors. The emphasis now is on establishment of new small 
and medium-size enterprises, as well as on job creation, 


Twenty six U.S. firms have offices in Senegal, and 60 others 
are represented by local agents and distributors. Only one 
U.S. subsidiary, a pharmaceutical company located in the 
industrial free zone, manufactures locally. At least three 
other invest- ments by U.S. firms are anticipated in 1988. 

U.S. investors will be covered by the U.S.-Senegalese Bilateral 
Investment Treaty, when ratified by the U.S. Congress. (A 
detailed investment climate report was completed in January 
1988.) 


























